October 24, L9&2 


ME*0«UtfDUH 

TO: Tbs Secrct«ry 

nCM: Aryuess Joy wickcan 

SSaJiXI: Harkat Reactions to Che Cuban Cnais 


The raarkets «re reacting to trie Cuban crisis in the aesie *«y 
«t to the Korean and Suez crises. Coas&oditles traded in iatemat loos i 
avsrkats are rising sharply, especially futures prices. Stock prices 
sre falling both bare and ->tj European exchanges, which opened dovn today 
«e did the Sev York «tock exchange. Later in the day, however, stacks 
rallied here. 

Regarding oosuble «ct;>:: .r^ran*, c ' •" ^rctiiature, in ay 
joinioa, to stake any curves fjvard regulation .,£ bjeic cocsosodity price?- 
to check the present rUe, because supplies are very Urge, with tb«- 
possible exception ^f sugar. Stockpile policy should be reviewed 
promptly, especially for ssetals, as the Department ->t Agriculture U 
nov reviewing its policy vlth resect t; grain*. Stockpiles th-t '-ere 
a burden last we-ak oay be d bleating c d-jy. ^eli'.n^ olans Tiay have t- 
be supaended. 

v^ id ;. tct -i rsa i ;> rubles: :<>t cuti f'eder<i; .Ve*erve fe->^ra. 
There will b* a flighc tj £.Id ^ evidenced by the sharp rUe in ririre ■ 
i.c Loadoa to $3^.1820 t-xiay. Tod^y'i. uwrket, however, is quieter chisr. 
yesterday'*. The iituaticn can be »cn^us in view ^-£ the very iar^e 
dollar credits ue Id abroad which *ra convertible int j gold hero. 

Detail* uf recent development .a are susaaerised beisv: 

Goegaodjty prjcea have risen sharply largely because of 
speculative buying and short covering. Prices for aoat international 
ccesaoditiea hMvm been *eaik this year sod supplies are very large. 
However, interference vlth transportation could reduce effective supplies 
«r*d rising ocean transport costs could fors a bails for price and cost 
increases. 

&?rid s^t&ac poises west **? or** -ha If eeit on both Tta«*£*y aed 
Wednesday ("tforld sugar" is sugar not covar©d by quota sgrseaaota such 
«s& vn have with Puerto Rico and Hawaii). 


Mawnfodun to the Secretary 


Frlcaa of other tropical products - cofles^ coco* and rubber - 
roae by slallar «ku&C>. 

Co j; too, wool a ad hides wert also up. 

Tbe pricea of copper,, lead and tloc rose sharply, although 
atockplies Are large aod tbe aarkata have been week recently. 

Domestic wheat a^d other grain* amoved up oo heavy trad Log on 
Tuesday - wheat by 3 to 3-7/8 cent* a baiahel; corn by 3-5/8 to S cants. 
One influence was a Department of Agriculture announceseat that It had 
temporarily stopped selling surplus corn «od wheat grains. An anno«ance- 
aaoc at 11 A.M. this ooraing indicated ch**. this policy bad been raviaed 
and that supplies were being released for export and also for sales at 
fans elevator centers, but Dot at main storage elevators. This indicat»« 
that tbe Depart&ent of Agriculture 1& very a'jch oa t--,j j£ tb& grain 
aaarket situation. They are, no doobt. also reviewing noltcy with reapecc 

to COttOQ. 

la view of the very i-srge r^^^es of ail dvxut:&cic fans jr^uct: 
it should be possible to .ise these supplies Co iiold dova fara prices 
without price controls, 

1 have suggested to toe Bureau of Ubjf it.it s.£t.cs staff c.i-L 
they prepare a tseaoratvduaB giving historical cofs>ir is.ons jf the be'.u.v:. r 
of international coesaodities Lu past crisec. It aay *lf; ■> be advir.iiblf 
for them to epeed up their collection £ daily s.>ot aarket •>ricae f.:r 
the official daily index sod to obtain prices and i&s-.-e reports -n cht- 
day to which the figures relate, as we hajfe done previously in periods 
of emergency. 

The stock aarket fell sharply oa both Monday e.tad Tuesday 
(October 22 end 23). It opened off this soraing but then rallied to 
close higher with a heavy volume of Rales on all three days. Yesterday 
(October 23) Us* Dow J owes average was off 10 points, and had broken 
through tb* pmvioua "testing point** ot 560 to 553, still eoor* the June 
lovis. Today's average was 542 at 2 ?.M. 

Although weakoew* in the stock sarket b*4 developed even before 
the Cuban crisis, this drop beings prices do**» anasethlng like 10 percept 
belce? the Aegust high. The stock sterket usually reacts to uncertainty 
in this fashion. An additional reason for the drop is the belief that 
no Federal tax cut will be. possible in view of the Cubes situation, sod 
the aarket had apparently been discounting a tax cut. 


i&emofodvm to tna Sacra&ary 


Gold 

■oardla*. °* M°M la ecaasoa In «u<h crtwa as tela, aaoac telly 
la Swrosa cad taa HiiMle tact and to via* of th* iarg* dollar eradlta 
a* Id abroad, a aaar? abort -tara ■ownint ceroid occur. 

Taa potaatLal daa$er of a aartoua gold outflow cad ba «1 tig* tad, 
aowavar, by aaafiy-eraat«d attealaary for daaliag vUh Juat aiaca crlaaa «c 
tata. Today cIm International Monatary Fttad*a $* billion foreign «*cbno?.fc 
raanrvn airwmn nffactiwn, wiek th* anncKiacanant that tba Onltad Stntaa 
bad cwbnerlfead ita $2 blllloa Co tal* food. It %**• also announcad that 
*a aa« canciodad aab a t at itial borrowing of Swiaa franea. 

Tan Fedaral taaarva La no doubt authorizing daailaga Id gold 
by the Bank o£ England, under arraagnn*mt& agreed to aftar tba 1961 gold 
crlais, ao that th* Loudon gold aarkat la said to b« quieter today than 
yaatarday. I will chack this out with the Federal Rasarva Board in core 
detail Coaorrov, 


Tba tfadar Sacratary 
Aasiatant Saerntary Bayaclaa 
«r. Claims / 


